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TREASURY FOR FTN KF. L 

E.O.l 1652: ADS, DECLAS 6/30/74 
TAGS: EAID, EFIN 

SUB J : ACCOUNT RELATIONSHIP WITH BANK FOR INTERNATIONAL 
■SETTLF.MF.NTS (BIS) 

SUMMARY: ADB MANAGEMENT IS REQUESTING AUTHORITY TO INCREASE 

DEPOSIT PLACEMENT 

LIMIT WITH BIS TO EQUIVALENT OF US $15 

MILLION FROM EXISTCHG LIMIT OF US $5 MILLION. BOARD 

DECISION IS SCHEDULED FOR JAN 31. USADB RECOMMENDS 

FAVORABLE ACTION. 

1. ADB DOC R3-74 ENTITLED "ACCOUNT RELATIONSHIP WITH THE 
BANK FOR INTERNATIONAL SETTLEMENTS" POUCHED JAN 9 TO BE 

CONSIDERED BY BOARD JAN 31. 
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2. ON DEC 12, 1967 BOARD OF DIRECTORS APPROVED 
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ESTABLISHMENT OF AN ACCOUNT RELATIONSHIP WITH BIS SUBJECT 
TO THREE CONDITIONS: (1) THAT CURRENCIES USED FOR SUCH 
PLACEMENT ARE ONES NORMALLY HANDLED BY BIS, (2) THAT 
AMOUNTS PLACED WITH BIS SHALL NOT ON AVERAGE EXCEED 
EQUIVALENT OF $5 MILLION AND (3) THAT PRIOR CONCURRENCE 
OF AUTHORITIES OF COUNTRY WHOSE CURRENCIES ARE INVOLVED 
HAS BEEN OBTAINED. SINCE OPENING OF ACCOUNT RELATIONSHIP 
WITH BIS IN FEB 1968, BANK HAS CONSISTENTLY MAINTAINED 
DEPOSITS IN U.S. DOLLARS AVERAGING BETWEEN 4 AND 5 MILLION 
DOLLARS. 

3. ACCORDING TO DOC R3-74 PRESENT REQUEST IS SUPPORTED 

BY THE FACT THAT BANK'S INVESTMENT PORTFOLIO NOW AMOUNTS 
TO ALMOST $500 MILLION COMPARED TO $102 MILLION IN 1967 
AND THAT BANKS CEILING OF DEPOSITS WITH ALL OTHER DEPOSIT- 
ORIES HAS BEEN INCREASED TO $15 MILLION. 

4. USADB FEELS THAT THESE ARE DUBIOUS REASONS FOR RECOMMENDED 
ACTION. HOWEVER, REVIEW OF ORIGINAL BOARD PAPER 

R26-67 ON SUBJECT AND DISCUSSIONS WITH BANK STAFF REVEAL 
THAT REQUESTED INCREASE CAN BE JUSTIFIED FROM BANK'S CASH 
MANAGEMENT POINT OF VIEW. DEPOSITIS WITH BIS, IN ADDITION 
TO PAYING COMPETITIVE MAJTET RATES, PROVIDE WITHDRAWAL 
PRIVILEGES ON 48 HOUR NOTICE. THEREFORE, ADDITONAL 
LIQUIDITY OF UP TO $15 MILLION WOULD PROVIDE CONSIDERABLE 
FLEXIBILITY IN CASH MANAGEMENT, PARTICULARLY WHEN BANK'S 
LOAN DISBURSEMENT RATE IS STEPPING UP. 

5. IF APPROVED BY BOARD, MANAGEMENT INTENDS TO BUILD 
UP BIS DEPOSITS TO $15 MILLION OVER NEXT THREE MONTHS 
PERIOD. FUNDS TO COME FROM PROCEEDS OF RECENT AUSTRIAN 
GOVT LOAN AND OTHER MATURING CERTIFICATE OF DEPOSITS. 17 

6. SINCE RECOMMENDED ACTION INCREASES LUQUIDITY OF 
BANK INVESTMENT PORTFOLIO WITHOUT SIGNIFICANT EFFECT ON 
YIELD, USADB RECOMMENDS FAVORABLE DECISION ON BANK PROPOSAL 
AS SUBMITTED. 
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